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ABSTRACT 

The Chinese economic miracle has been at the reception of immense awe and scrutiny by the China-watchers. The determined 
reform process heralded by Deng Xiaoping is seen as the key facilitator of this miracle. The expansion of private enterprise and foreign 
investment was made possible by serious policy and administration related changes brought in by the reform process. The year 2021 
was regarded by many as the end of reform era as the government led by Xi Jinping started to crackdown on the Big Tech-companies. 
While the government cites flouting of regulations and illegal practices as the reason, this paper seeks to explore the probable hidden 
causes of the crackdown. The need to maintain party legitimacy and relevance in a changing socio-economic climate shall be discussed 
as the major causes of the crackdown along with other concerns emanating from them. 
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INTRODUCTION 

Forty years of attracting private investment and supporting the growth of private enterprise seem to be coming to an end in 
China. The year 2021 witnessed the government regulatory forces clipping wings of big tech-companies which have come to acquire 
not just great wealth but commanding heights in the Chinese economy. Eric Levitz (2021) has observed the unfolding of government’s 
crackdown over tech companies. The crackdown first came to light with Jack Ma’s Ant group bearing the brunt from the government 
for his blunt criticism of the government policies. A few days after Ma expressed his opinions over the shortcomings of the financial 
policies and infrastructure, the authorities scuttled Ant Group’s IPO which was supposed to be the largest in world history. The 
government said that illegal aspects of the firm’s defining features were to be blamed. The company lost US Dollars 70 billion in value 
in what followed.  Similar fate was met by several other big tech companies such as Didi, Meituan, Tencent etc while the government 
continued to tighten its grip of regulations. The losses to these corporations and their investors have been enormous with many reports 
claiming over US $1 trillion losses at the stock exchange. (Shen 2021) 

 
The crackdown has occurred at a time when the CCP leadership is seeking to limit the role of extra governmental institutions 

and individuals. The process started as soon as Xi Jinping reached the top echelons of power in the Chinese state and sought to manage 
the side-effects of the reform period. Anything that seemed to undermine party authority and ideology witnessed a harsh treatment by 
the government. While scientists, students, intellectuals, dissenters and corrupt party officials came under fire in the initial years of Xi’s 
rule, the big tech companies which are seen as promoting “irrational expansion of capital” are currently being “dealt” with. When the 
crackdown started in late 2020 the reasons cited by the government pointed at the irregularities and anti-monopoly concerns, but by 
2022 the abuse of algorithms by the tech giants is the foremost cited reason for the crackdown. (Huang 2022) 

 
Xi Jinping’s government has continually emphasised that the actions of regulatory bodies are aimed at checking the “barbarous 

growth of private sector”. (Shen 2021) The “Chinese dream” which Xi has alluded to as his future vision for China gives primacy to 
“Common prosperity” which remains an unaccomplished goal of the reform process. Long standing inequality may prove detrimental 
to the “social stability” and may subsequently harm party legitimacy. The steps taken by the government seems to be addressing the 
probable challenges to the CCP rule. This paper, along with the above-mentioned causes of the crackdown, emphasizes on the strategic 
and economic concerns of the government behind their hardliner stance. The need to perpetuate legitimacy and relevance of the CCP 
shall also be considered as one of the probable causes of the crackdown. 
                                                                                                                                                                                                                                                                
BACKGROUND 

The regulatory mechanism started to tighten its grip first by curbing the IPO of Ant group which at 35 billion USD was going 
to be the biggest ever in history. The company’s Alipay (Ant group’s Super App) is the most used digital payment platform in China 
with users counting over a billion. The regulatory authorities ordered a huge restructuring of the company, delaying the IPO to sometime 
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in 2023 (Bloomberg, 2021). Monopolistic control of the market and the control of Chinese people’s lives were cited as the causes of 
this crackdown by the government. The Ant group did not end up being the sole casualty of regulations as various other big tech firms 
subsequently bore the brunt of the government’s rage against private enterprises. 

 
Next to come under the radar was Didi, China’s top ride-hailing service, which fermented the government’s concern for data 

protection. Government regulators instructed the company to delay its launch of IPO in the United States so that they could conduct an 
investigation into the security of the company’s network and data. The government believed that a company holding so much personal 
information of Chinese citizens could be strategically worrisome if foreign investors gained control of it. Didi declined the government’s 
suggestion to delay its IPO and went on to offer it in June. As a result, the government barred new users from signing up for the app and 
further removed it from all of the China’s app stores. Subsequently, the firm’s shares severely declined in value. 

 
Meituan, China’s largest food-delivery app, attracted public ire for exploiting its workforce and forcing food vendors into 

exclusivity arrangements. The government recently launched an antitrust investigation into the latter, while ordering the company to start 
paying its workers at least the local minimum wage, provide them with social insurance, and ease delivery deadlines. As a result, the 
company lost US Dollars 60 billion in market value.  

 
Finally, the Education-tech companies too came under fire. China has a huge market for afterschool tutoring business owing 

to its cultural inclination to attach huge importance to education. Parents spend major chunks of their earnings on their children’s 
education, within and without the conventional system of schooling, in hopes of fortifying their future. The government recently 
prohibited education-based start-ups from going public and accepting foreign investment, which essentially means they cannot be 
making profits anymore. 

 
The government have cited varied legal causes and policy concerns for taking a hard-line approach towards these tech 

companies. As per the official statements of the government, Jack Ma’s Ant group was involved in antitrust violations; Tencent and 
Didi have been accused of flouting government’s data privacy regulations, and stopping the education tech companies from amassing 
huge profits seems to be a matter of principle for the socialist state. While penalising the violators remains paramount to the duties of 
the government and the concern for equality in education can only be praised, there exists more to the policy of crackdown than what 
Xi’s government has made ostensible. A closer look at the China Xi has inherited (after a long period of economic reform) may have 
certain clues to be discovered. 
 
XI JINPING’S CHINA 

Xi Jinping’s ascendence to the supreme leadership in November 2012 represents a turning point in China’s recent history. He 
was quick to consolidate power as he led the debate on reform process (which started in 1978) and sought greater control of the Chinese 
society by tightening the grip on freedom of expression. He served as the head of the Communist Party and the Central Military 
Commission, the two traditional pillars of Chinese party leadership, as well as the head of leading groups of the economy, military 
reform, cybersecurity, Taiwan, and foreign affairs and a commission on national security. (Economy, 2014) Xi single-handedly run 
many facets of the government, something that his predecessors like Deng would have not endorsed. Such a positioning in the party and 
the state structure has sanctioned him to take decisions which otherwise would not have been easy to carry out. Perhaps this ascendence 
to supreme power has led to a situation where Xi does not have to depend on different individuals in the system to execute his decisions; 
instead, his influence makes the execution direct and swift. 

 
Soon after the CCP’s decision in the 18th Party Congress to project him to the top role, XI used the expression "Chinese dream" 

to refer to his future goals (Chai and Chai, 2013). This expression not only surprised the world but has also led to multiple interpretations. 
Some believe it can be seen as the ambition to revive Tianxia (with the Chinese leader establishing his hegemony over the world), for 
others it means the revival of socialist ideals or even the bid to maintain CCPs legitimacy within the masses. Elizabeth Economy (2014) 
argues that Xi’s Chinese dream can be seen as the vision to “rejuvenate the Chinese nation” by taking inspiration from glorious imperial 
history and the ideals of Chinese socialism for promoting political unity at home and influence abroad. But the forty years of economic 
reform which have successfully increased the Chinese wealth have led to some unintended consequences which make the task of 
governing rather tedious. Despite Xi’s popularity, absolute submission to authority does not seem as natural to the Chinese society as it 
did a couple of decades ago.  

 
Lampton (2014) observes that the reform process has left the Chinese society and bureaucracy fragmented, the masses have 

gained greater access to information, and the state sector output has declined to 11% in 2009, leaving the government with little direct 
control over the economy. While the reform process has lifted millions out of extreme poverty, it has also led to extreme inequalities 



 
Cover Page 

  

  
 
DOI: http://ijmer.in.doi./2022/11.05.33 

            

 

ISSN:2277-7881; IMPACT FACTOR :7.816(2022); IC VALUE:5.16; ISI VALUE:2.286 
Peer Reviewed and Refereed Journal: VOLUME:11, ISSUE:5(2), May: 2022 
Online Copy of Article Publication Available (2022 Issues): www.ijmer.in 

Digital Certificate of Publication: http://ijmer.in/pdf/e-Certificate%20of%20Publication-IJMER.pdf 
Scopus Review ID: A2B96D3ACF3FEA2A 

Article Received: 2nd May 2022   
 Publication Date:10th June 2022 

Publisher: Sucharitha Publication, India 

 

 
69 

 

both in terms of income and region. As per Saran and Deo (2019), Xi has framed the principal contradiction of present-day China as the 
tension arising due to the ‘inadequacy and imbalance of the development process’ and ‘the people’s longing for better living standards. 
Growing income disparity and worsening rural rejuvenation and environment too seem to be on his list of considerations while economy 
and market may face his strategic ignorance. Francois Bougon (2018) makes a similar observation in his book ‘Inside the Mind of Xi 
Jinping’ wherein he observes that as per Xi ‘the principal contradiction of the Chinese society is the imbalance of development and 
aspirations of the masses for a better life’. This brings to Xi the challenge of mediating between the aspirations and the realities of the 
Chinese society.  
 
THE CAUSE 

Realisation of the ‘China Dream’ has been an important driver of Xi’s domestic and foreign policies since his inception as the 
supreme leader. The idea behind the ‘China Dream’ is not a new one. As per Fewsmith (2021) it has found mention in Liang Qichao’s 
essay ‘The Future of the New China’, Sun Yat-sen’s call of ‘reviving China’ and Chiang Kai-shek’s book ‘China’s Destiny’. All these 
had the vision for ‘a rich and prosperous China’ ‘which would be independent from foreign control’ in their imagination of the term. 
But the term could have many interpretations depending on the perspective and the envisaged goals for China. Xi’s ‘China Dream’ as 
per some “is to make China a dominant world power”. (BBC, 2013) The complexities arising due to the recent changes can prove to be 
an obstacle in the realisation of the “Chinese dream”; hence, XI has been quick to react to them.  

 
He started by launching a campaign against the corrupt government officials followed by a campaign against the corrupt 

officials of State Enterprises, and by the end of his first term he was hunting down real estate Moghuls who were spending big overseas 
(McGregor, 2021). Xi wishes to take back the control of economy and society which his predecessors had slowly given up to 
decentralisation and the market (Lampton, 2014). Unlike Deng Xiaoping who wished to reduce the party involvement from State-owned 
Enterprise, the government and matters seen as non-essential, XI wishes to revive the party in such a way that it ‘controls everything’ 
(Fewsmith, 2021).  In that endeavour, dealing with tech giants seems to be the next step the supreme leader has taken. He seems to be 
eyeing multiple goals while curbing the ever-growing tech businesses. 

 
To begin with, he wishes to “Be seen cracking down on corruption and vested interests for it is a powerful tool for Xi to define 

his term in office and to make the case for his continued rule,” said Rana Mitter, professor of Chinese politics at the University of 
Oxford. (Bloomberg, 2021) Keeping the masses content has never been so important to any Chinese leader because in the process of 
changing to a market driven economy, the Chinese political elite have been left without the support of the ideology they had so strongly 
clung to for a long period of their rule. In the absence of the ideological glue, the legitimacy of the party and the leader could slowly fall 
apart. Moreover, the Chinese masses have gained access to outside knowledge and information they never had, making it harder for the 
party to control public opinion. Holding on moral authority seems to be of paramount importance in such an environment for maintaining 
the party legitimacy. 

 
The four decades of economic reform have left China way more affluent than it was when it all started, but the inequalities 

have grown in multitudes.  A small chunk of China’s population today holds excessive wealth, while the growth curve for middle class 
income is flattening. The high cost of living and education is already being felt by the masses, leading to lower birth rate than what the 
government would be happy with. Such inequitable wealth distribution is obvious to cause serious discontent in the society which Xi 
would wish to avoid at any cost. Additionally, notes McGregor (2021), the CCP wishes to avoid the creation of a politically powerful 
class of oligarchs, something that happened in the Russia of 1990s. This would mean creation of ‘alternative centres of power’ creating 
instability in the society. Stopping the ever-powerful huge tech company owners makes all the more sense to the Chinese leadership if 
they wish to continue ruling unobstructed. This may not help much in terms of improving the distribution of wealth but will surely help 
the party look good to the masses by going harsh on accumulators of huge capital. On these lines, the crackdown on Meituan may be 
seen as the government taking cognizance of low wages and harsh working conditions of the company’s workforce and seeming to care 
about the working class. Additionally, the government has closed the door for Education start-ups from making profits which may be a 
welcome step for the huge middle class which spends huge portions of its earnings on the education of their children. Rohan D’Souza 
(2021) observes that the party might have seen the emerging Ed-Tech start-ups as serious challenges in light of the huge psychological 
data these platforms could collect and the serious opinion building, they could do.   

 
Lastly, XI is keen on implementing his proactive foreign policy for which he requires elimination of dependency on foreign 

capital and imports to keep the Chinese economy flourishing. The biggest losers in the crackdown have been the foreign investors of 
the tech companies in sectors which hardly bring greater technological advancement to China. Levitz (2021) believes that by curbing 
the Tech giants Xi is making an environment for shifting valuable investment to businesses developing much needed high-level 
technology. Self-sufficiency in that regard will surely give China an upper hand in the global political and economic order. Control over 
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data resources- which Xi sees as an ‘essential strategic resource’- can also be seen as a hidden agenda behind strong arming the tech 
giants, observe Lemert and Runde (2021). Big companies seeking investment from foreign capital markets was also seen by the Party 
as strategic threat as the foreign ownership could in future have control over the huge data vaults containing personal data of millions 
of Chinese citizens, thus hampering the Chinese interests. 
 
CONCLUSION 

The government crackdown on swiftly growing Tech giants has comes as a shock to the business experts throughout the world. 
While it isn’t absolutely unexpected in a Communist state, the long-term reform process had created an illusion that such a stirring event 
was not likely. Xi Jinping seems to believe that the reforms have outlived their welcome, observes Nicholas R. Lardy in his book- The 
State Strikes Back (2019), and the Chinese state should seek a greater role for SOEs. Such a turn comes in the light of a fragmented 
society and bureaucracy which Xi inherited from his predecessors. Instead of accommodating these changes the supreme leader seems 
to have fixated on consolidating his power and reinvigorating the party. The consolidation process began soon after he achieved the top 
spot and started to root out opposition and corruption from the government. This was followed by dissenting intellectuals and 
commenters who were systematically curbed. The crackdown in question is only the next step in the process which had already begun 
in 2012. Deng’s passion for decentralisation and selective inaction has been taken over by Mao’s motto- “Party, government, military, 
society and education, east, west, north, the Party governs them all”, under Xi. He believes that the party, in order to survive in the 
changing socio-economic scenario, needs to get all the important integrants of Chinese society and economy under effectual control for 
its continued relevance. The decentralisation that happened under Deng and the subsequent leadership have weakened the party. A 
weakening CCP may become a threat to the stability of the regime which Xi would not accept. The growing inequality and emergence 
of extremely rich individuals owning big companies have been teasing the party’s socialist ideology which seeks to equalise the 
economic gains of the reform. In such a scenario of an anticipated failure to implement the ideology the party risks losing its legitimacy 
among the dissatisfied masses, and at the same time, its socio-economic control to the giant tech companies. It becomes paramount for 
Xi to deal with the two-pronged challenge to be able to continue his pursuit of the “Chinese Dream”. Dealing with the privately owned 
Big-tech corporations, hence, becomes another big project taken up by Xi and the party. 
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